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Community  Development  Block 
Grants;  Modifications  to  Urban 
Development  Action  Grant  Rules  To 
Accommodate  Communities 
Containing  Pockets  of  Poverty 
agency:  Office  of  Urban  Development 
Action  Grants,  HUD. 

ACTION:  Interim  rule. 

SUMMARY:  This  rule  modibes  the 
requirements  governing  Urban 
Development  Action  Grants  available  to 
assist  communities  in  revitalizing  the 
economic  base  of  their  Pockets  of 
Poverty.  As  such,  it  extends  program 
eligibility  to  a  group  of  cities  and  urban 
counties  previously  found  to  be 
ineligible.  The  rule  implements  the 
amendments  made  to  Section  119  of  the 
Housing  and  Community  Development 
Act  of  1974  as  amended  by  Section 
104(a]  of  the  Housing  and  Community 
Development  Act  Amendments  of  1979. 
EFFECTIVE  DATE:  March  10, 1980. 
COMMENT  DUE  DATE:  April  15,  1980. 
ADDRESSES:  Send  comments  to:  Rules 
Docket  Clerk,  Office  of  General  Counsel, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street, 

S.W.,  Washington,  D.C.  20410.  Each 
person  submitting  a  comment  should 
include  his/her  name  and  address,  refer 
to  the  docufnent  by  the  docket  number 
indicated  by  the  headings,  and  give 
reasons  for  any  recommendations. 

Copies  of  all  written  comments  received 
will  be  available  for  examination  by 
interested  persons  in  the  Office  of  the 
Rules  Docket  Clerk,  at  the  address  listed 
above.  The  proposal  may  be  changed  in 
the  light  of  comments  received. 

FOR  FURTHER  INFORMATION  CONTACT: 
Catherine  Hare  (202/755-6234)  or  Phillip 
Comeau  (202/755-6193),  Office  of  Urban 
Development  Action  Grants, 

Department  of  Housing  and  Urban 
Development,  451  7th  Street,  S.W., 
Washington,  D.C.  20410. 

SUPPLEMENTARY  INFORMATION: 
Background 

The  Urban  Development 
Action  Grant  program  was  authorized  in 
1977  to  provide  increased  public  and 
private  assistance  to  cities  and  urban 
counties  throughout  the  nation  which 
are  severely  distressed  due  to  their 


45,  No.  33  /  Friday,  February  15, 1980 


physical,  flscal,  economic,  and 
demographic  conditions.  The  expressed 
intent  of  the  program — to  alleviate 
physical  and  economic  distress  through 
a  cooperative  effort  by  all  levels  of 
government  and  private  enterprise — ^is 
directed  to  the  economic  revitalization 
of  communities  and  to  the  restoration  of 
deteriorating  neighborhoods. 

These  objectives  are  met  through  the 
provision  of  Action  Grant  assistance  to 
commercial,  industrial,  and 
neighborhood  projects  located  within 
severely  distressed  jurisdictions. 

The  Pockets  of  Poverty  provision. 
Section  104(a),  amends  Section  119  of 
the  Housing  and  Community 
Development  Act  of  1974.  It  extends  the 
use  of  Action  Grant  assistance  to 
communities  which  were  previously 
ineligible  for  such  assistance  because 
they  did  not  meet  Action  Grant  Program 
distress  criteria.  It  will  help  these 
communities  revitalize  distressed  areas 
within  their  boundaries  and  it  will  help 
low-  and  moderate-income  residents 
from  distressed  areas  within  their 
boundaries  secure  jobs  and  improve  the 
quality  of  their  lives. 

Because  communities  participating  in 
the  Pockets  of  Poverty  program  will  not 
meet  the  distress  criteria  defined  in  the 
Action  Grant  program.  Congress  in 
Section  104(a)  of  the  1979  Housing  and 
Community  Development  Act 
Amendments  defined  specific  objectives 
and  criteria  relative  to  the  targeting  of 
Action  Grant  assistance  and  benefits 
resulting  from  such  assistance.  These 
distinct  requirements  and  procedures 
are  speciHed  in  the  following  regulations 
for  the  administration  of  the  Pockets  of 
Poverty  provision.  They  modify  the 
requirements,  policies,  and  procedures 
of  the  Action  Grant  program  for  Pockets 
of  Poverty  communities.  Except  where 
changes  are  specified,  the  existing 
program  regulations  apply.  We  refer 
readers  to  the  Urban  Development 
Action  Grant  Hnal  regulations  published 
January  10, 1978  (43  FR  1602)  and  to 
supplements  published  March  29, 1978 
(43  FR  13340),  October  30, 1978  (43  FR 
50668)  and  June  8, 1979  (44  FR  33372). 

§  570.466  Specific  provisions  for  cities 
and  urban  counties  containing  pockets  of 
poverty. 

Until  the  passage  of  the  1979 
amendment  to  Section  119  of  the 
Housing  and  Community  Development 
Act  of  1974,  Action  Grants  were 
available  only  to  distressed  cities  and 
urban  counties  meeting  the  eligibility 
criteria  specified  in  Section  570.452.  This 
interim  rule  implements  the  1979 
Amendment  which  extends  the  coverage 
of  the  Action  Grant  program  to  include 
jurisdictions  which  were  previously 
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ineligible  because  they  did  not  meet 
Action  Grant  Program  distress  criteria, 
but  which  contain  pockets  of  severe 
distress  requiring  increased  public  and 
private  assistance  to  provide  jobs  and 
an  enhanced  physical  environment  for 
the  low-  and  moderate-income  residents 
of  the  pocket.  The  regulations 
implementing  Pockets  of  Poverty  reflect 
the' intent  of  Congress  to  assure  that 
low-  and  moderate-income  residents  of 
severely  distressed  pockets  receive  the 
direct  beneHts  of  Action  Grant  assisted 
projects  and  that  assisted  projects  help 
revitalize  distressed  Pockets  of  Poverty. 

570.466(a)  Determining  eligibility  for 
communities  containing  pockets  of 
poverty. 

Cities  and  urban  counties  applying  for 
Action  Grants  on  behalf  of  their  Pockets 
of  Poverty  must  meet  the  requirements 
set  forth  in  this  section  in  addition  to  the 
requirements  of  Section  570.452  (d)  and 
(e)  concerning  demonstrated  results  in 
providing  housing  for  persons  of  low- 
and  moderate-income  and  demonstrated 
results  in  providing  equal  opportunity  in 
housing  and  employment  for  low-  and 
moderate-income  persons  and  members 
of  minority  groups.  Each  applicant  must 
submit  a  request  for  a  determination  of 
eligibility  which  includes  the  following 
supplemental  information:  statistical 
documentation  of  the  Pocket  of  Poverty 
and  certification  that  basic  services  are 
being  provided  to  the  Pocket  of  Poverty 
by  the  local  jurisdiction  which  are 
equivalent  to  those  provided  in  more 
affluent  areas  of  the  jurisdiction  and 
which  consider  the  physical 
characteristics  of  the  pocket. 

Eligibility  Criteria 

The  regulations  follow  the  statutory 
population,  income  and  poverty  criteria 
which  determine  the  eligibility  of  a 
Pocket  of  Poverty.  They  are  directed 
toward  focusing  Action  Grant 
assistance  on  severely  distressed  areas 
in  applicant  communities  and  to  the 
low-  and  moderate-income  residents  of 
these  areas. 

Data  Requirements 

Standardized  verifiable  data  are 
required  in  order  for  HUD  to  determine 
eligibility  and  administer  the  program. 

In  this  context,  applicants  should  use 
the  1970  Census,  special  Census  surveys 
or  data  verified  by  the  Census  to  record 
relevant  population,  income  and  poverty 
statistics. 

Comparable  Services 

The  applicant’s  chief  executive  officer 
must  certify  in  the  preapplication  that 
the  applicant  provides  basic  services 
(police,  fire,  road  repair  and  sanitation 
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services)  over  which  it  has  control  to  the 
Pocket's  area  equivalent  to  the  services 
provided  to  more  affluent  residential 
areas  (areas  of  the  jurisdiction  similar  in 
population  to  the  pocket,  but  with  a 
median  income  above  the  jurisdiction's 
median).  The  certiflcation  must  indicate 
that  services  in  the  pocket  reflect 
adjustments  based  on  needs  resulting 
from  the  physical  characteristics  of  the 
pocket  (e.g.,  land  use  pattern,  density, 
housing  type). 

The  preapplication  should  indicate 
that  the  applicant  has  on  file  data  and 
analyses  which  demonstrate  that  the 
applicant  provides  to  the  pocket  basic 
services  which  are  equivalent  to  those 
provided  to  more  affluent  areas.  To  the 
extent  practicable,  the  data  should 
include  per  capita  expenditures  for 
basic  services  in  the  pocket  and  in  more 
affluent  areas.  If  comparisons  of  per 
capita  expenditures  of  basic  services  are 
not  practicable,  HUD  suggests  that  the 
data  and  analyses  on  file  should  use 
similar  units  of  measurement,  which 
approximate  per  capita  cost  data,  to 
compare  the  level  and  type  of  basic 
services  provided  in  the  pocket  to  those 
provided  in  more  affluent  areas 
(response  time  to  resident  calls  for 
assistance  from  police  and  Are  units, 
number  of  trash  pickups  by  applicant, 
etc.). 

§  570.466(b)  Location  of  the  project  and 
related  requirements  for  communities 
containing  pockets  of  poverty. 

Action  Grants  are  intended  not  only 
to  provide  employment,  but  also  to 
provide  the  physical  and  economic 
stimulus  to  encourage  further 
development  within  the  pocket  area. 
Generally,  projects  submitted  by 
qualified  applicants  should  be  located  in 
the  Pocket  of  Poverty  in  order  to  achieve 
this  aim.  In  limited  circumstances,  the 
applicant  may  propose  a  project  on  a 
site  directy  adjacent  to  the  pocket's 
area.  HUD  will  require  that  such 
projects  clearly  and  substantially 
contribute  to  the  physical  and  economic 
development  of  the  Pocket  of  Poverty 
and  to  the  job  choices  of  its  low-  and 
moderate-income  inhabitants.  If  the 
applicant  proposes  to  locate  the  project 
in  a  directly  adjacent  area,  the 
application  must  contain  data  and 
analyses  which  demonstrate  that  there 
is  no  suitable  site  for  the  project  in  the  ■ 
area.  That  is,  the  application  must 
provide  documentation  which 
demonstrates  that  the  project  would  not 
be  economically  successful  if  located  on 
a  site  in  the  Pocket  of  Poverty  or  that  an 
adequate  site  in  the  area  could  not  be 
provided  without  significant  harm  to  the 
low-  and  moderate-income  residents  of 


the  area  and  the  area’s  overall  physical 
and  economic  development. 

§  570.466(c)  Application  submission 
factors  in  addition  to  those  of  §  570.456,  for 
communities  containing  Pockets  of 
Poverty. 

Applications  from  jurisdictions 
containing  eligible  Pockets  of  Poverty 
must  include  information  to  supplement 
the  requirements  of  §  570.456. 

§  570.466(c)(2)  explains  both  the  uses  for 
and  the  sources  of  local  matching  funds 
as  required  by  the  Act.  Paragraph  (c)(3) 
of  this  section  provides  for  methods  of 
insuring  direct  benefits  to  low-  and 
moderate-income  persons  residing  in  the 
pocket.  Applicants  must  provide 
relevant  information  concerning  the 
following  project  benefits:  employment 
opportunities  (including,  where 
appropriate,  employment  of  CETA 
eligible  persons),  provision  of  services 
and  physical  improvements,  and,  where 
appropriate,  the  use  of  private  sector 
repayments  of  Action  (Grants.  In 
addition,  where  relevant  the  applicant 
should  include  information  reflecting  the 
use  of  a  significant  portion  of  the  tax 
increment  or  the  equivalent  thereof, 
opportunities  provided  to  minority 
entrepreneurs  and  to  minority 
employees,  and  support  of  the  project 
from  low-  and  moderate-income 
residents  of  the  pocket. 

§  570.466  (d)  Criteria  for  selection  for 
communities  containing  pockets  of 
poverty. 

Applications  from  cities  and  urban 
counties  eligible  as  Pockets  of  Poverty 
communities  will  be  considered 
separately  from  those  eligible  as 
distressed  communities.  Therefore  in 
selecting  projects  for  funding,  the 
Secretary  will  not  use  as  the  primary 
criterion  the  comparative  degree  of 
distress  described  in  §  570.457(a)  and  (b) 
but  rather  the  comparative  degree  of 
distress  among  Pockets  of  Poverty  as 
measured  by  the  eligibility  criteria  of 
§  570.466(a)(2)  and  (3)  and  by  the 
comparative  benefits  to  be  provided  to 
the  low-  and  moderate-income  residents 
of  the  Pocket  of  Poverty  described  in 
§  570.457  and  §  570.466(d)(2). 

In  selecting  projects  for  funding,  HUD 
will  also  consider  the  extent  to  which 
jobs  created  by  the  project  are  provided 
to  CETA  eligible  residents,  from  the 
pocket,  the  extent  to  which  a  significant 
portion  of  the  tax  increment,  or  the 
equivalent  thereof,  resulting  from  the 
project  is  allocated  for  economic  and 
community  development  purposes  in  the 
pocket  benefitting  low-  and  moderate- 
income  pocket  residents,  the  extent  to 
which  jobs  created  by  the  project  are 
provided  to  minorities  from  the  pocket 


in  excess  of  their  proportion  of  the 
pocket's  population,  the  extent  to  which 
low-  and  moderate-income  and  other 
residents  of  the  pocket  support  the 
project,  and  the  extent  to  which  minority 
entrepreneurs  are  provided 
opportunities  to  participate  in  all  phases 
of  the  project. 

The  Department  wishes  to  make  clear, 
however,  that  each  project  submitted  by 
jurisdictions  eligible  on  tlie  basis  of  a 
Pocket  of  Poverty  must  compare 
favorably  on  its  own  merits  with  any 
other  Action  Grant  project  to  be 
selected  for  funding.  In  other  words, 

HUD  will  also  consider  each  of  the 
criteria  of  §  570.457(c)  through  (k)  in 
assessing  projects  for  preliminary 
funding  approval. 

Other  Information 

This  interim  regulation  provides  the 
necessary  standards  to  implement  the 
Pockets  of  Poverty  provision  of  the 
Action  Grant  program  for  Fiscal  Year 
1980.  The  rule  adds  urgently  needed 
criteria  for  eligibility,  application 
submission  and  selection  of  projects  for 
funding.  The  administration  of  the 
program  for  this  fiscal  year  depends 
upon  the  inunediate  effect  of  this  rule. 
Further,  the  broad  parameters  of  the 
pockets  provisions  have  been  known  for 
some  time.  Numerous  eligible 
jurisdictions  have  geared  up  for  the 
program.  Without  immediate  effect  of 
this  rule,  eligible  jmisdictions  will  not  be 
able  to  readily  respond  in  a 
comprehensive  manner  to  the  immediate 
needs  of  their  Pockets  of  Poverty. 

Delays  in  implementing  these  rules  will 
endanger  key  projects  capable  of 
assisting  jurisdictions  revitalize  their 
Pockets  of  Poverty.  Expedited 
implementation  of  the  rule  will  not 
negatively  affect  presently  eligible 
Action  Grant  jurisdictions  nor  limit 
future  competition  for  Action  Grants. 
Accordingly,  the  Assistant  Secretary  for 
Community  Planning  and  Development 
has  determined  that  it  is  impracticable 
and  contrary  to  the  public  interest  to 
follow  prior  notice  and  public  procedure 
and  that  it  would  be  in  the  public 
interest  to  expedite  the  effective  date  of 
the  rule.  However,  interested  persons 
are  invited  to  participate  in  the  making 
of  the  final  rule  by  providing  written 
comments.  All  comments  received  by 
April  15, 1980  will  be  considered  in  the 
development  of  the  final  rule.  Such 
comments  should  be  filed  with  the  Rules 
Docket  Clerk,  Office  of  General  Counsel, 
Room  5218,  U.S.  Department  of  Housing 
and  Urban  Development,  451  Seventh 
Street,  S.W.,  Washington,  D.C.  20410. 
Copies  of  comments  received  will  be 
available  for  inspection  and  copying  at 
that  address. 


10742 


Federal  Register  /  Vol.  45,  No.  33  /  Friday,  February  15,  1980  /  Rules  and  Regulations 


A  finding  of  no  signiHcant  impact 
under  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in 
accordance  with  HUD  procedures.  This 
regulation  has  been  evaluated  and  has 
been  found  not  to  have  major  economic 
consequences  for  the  general  economy 
or  for  individual  industries,  geographic 
regions,  or  levels  of  governments. 

Copies  of  the  finding  are  available  for 
inspection  and  a  copy  is  in  the  Office  of 
the  Rules  Docket  Clerk  at  the  above 
address. 

The  regulations  added  below  to 
Subpart  G  are  limited  in  their  coverage 
to  achieving  those  specific  objectives 
and  criteria  set  forth  in  the  Act 
concerning  Pockets  of  Poverty.  Except 
where  specifically  modified  in  §  570.466, 
those  regulations  set  forth  in  §  570.450 
through  570.462  apply.  Accordingly,  24 
CFR  570  is  amended: 

1.  by  adding  to  the  index  of  subpart  G 
§  570.466:  and 

2.  by  adding  the  text  §  570.466,  to  read 
as  follows: 

§  570.466  Specific  provisions  for  cities 
and  urban  counties  containing  pockets  of 
poverty. 

Action  Grants  may  also  provide 
funding  for  economic  development  and 
neighborhood  revitalization  projects 
targeted  to  severely  distressed  areas 
called  Pockets  of  Poverty  in 
communities  which  do  not  meet  Action 
Grant  Program  distress  criteria.  Cities 
and  urban  counties  eligible  under  this 
provision  will  not  meet  the  minimum 
standards  of  physical  and  economic 
distress  defined  in  §  570.452,  but  must 
meet  the  eligibility  criteria  of  paragraph 
(a)  of  this  section.  In  this  context.  Action 
Grants  for  Pockets  of  Poverty  projects 
are  intended  to  provide  increased  public 
and  private  assistance  principally  anct 
directly  to  aid  the  geographically 
defined  Pocket  of  Poverty  and  its  low- 
and  moderate-income  inhabitants 
through  the  provision  of  jobs,  and  a 
revitalized  physical  environment.  Up  to, 
but  no  more  than,  20  percent  of  all 
Action  Grant  assistance  made  available 
after  October  1, 1979  may  be  used  for 
Pockets  of  Poverty.  The  following 
paragraphs  set  forth  rules  applying  only 
to  communities  containing  pockets  of 
poverty.  All  other  provisions  of  Subpart 
G  apply  to  these  communities  except  as 
modified  herein. 

(a)  Determining  Eligibility  for 
Communities  Containing  Pockets  of 
Poverty. 

(1)  Preapplication  Request  for  a 
Determination  of  Eligibility.  Each 
applicant  for  Pockets  of  Poverty 
assistance  must  submit  a  request  for  a 
determination  of  eligibility  to  the 


appropriate  HUD  area  office  as 
specified  in  §  570.452  and  §  570.455  and 
as  modified  here.  In  addition  to  meeting 
the  criteria  of  this  section,  each 
applicant  must  have  demonstrated 
reasonable  results  in  providing  housing 
for  persons  of  low-  and  moderate- 
income  explained  in  §  570.452(d),  must 
have  achieved  reasonable  results  in 
providing  equal  opportunity  in  housing 
and  employment  for  low-  and  moderate- 
income  persons  and  members  of 
minority  groups  as  in  §  570.452(e],  and 
each  applicant  must  provide  comparable 
services  to  and  for  Pockets  of  Poverty 
residents  (see  Paragraph  (4)  of  this 
section). 

(2)  Cities  above  50,000  Population  and 
Urban  Counties.  A  city  with  a 
population  over  50,000  or  urban  county 
which  does  not  meet  the  minimum 
standards  of  physical  and  economic 
distress  based  on  data  for  the 
community  as  a  whole  may  qualify  as 
an  applicant  for  Action  Grants  if  it 
contains  a  "pocket”  consisting  of  a 
specifically  defined  geographic  area 
meeting  all  of  the  following  criteria: 

(i)  Area.  The  Pocket  of  Poverty  must 
be  an  area  composed  of  continuous 
census  tracts,  enumeration  districts  or 
block  groups.  The  defined  geographic 
area  must  contain  at  least  10,000 
persons  or  10  percent  of  the 
jurisdiction’s  population.  Eniuneration 
districts  and  block  groups  with  median 
income  levels  greater  than  120  percent 
of  the  median  income  of  the  jurisdiction 
must  be  excluded  in  defining  the  Pocket 
Poverty. 

(ii)  Income.  At  least  70  percent  of  the 
residents  residing  in  the  Pocket  of 
Poverty  must  have  incomes  below  80 
percent  of  the  jurisdiction’s  median 
income. 


Eligibility  criteria 


Area’s  population — defined  by  contiguous  census  tracts,  enu¬ 
meration  districts,  or  other  reasonable  methods. 

Poverty  percerrt  of  persons  living  within  the  Pocket  of  Poverty 
with  incomes  below  the  national  poverty  statistic, 
income  ^ — percent  of  persons  with  irMomes  below  80  percent  of 
the  jurisdiction's  median  inconie. 


(5)  Certification  of  the  Preapplication 
Eligibility  Data.  The  applicant’s  chief 
executive  officer  must  certify  that  to  the 
best  of  his  knowledge  the  Pocket  of 


(iii)  Poverty.  At  least  30  percent  of  the 
residents  residing  in  the  Pocket  of 
Poverty  must  have  incomes  below  the 
national  poverty  level  pursuant  to 
criteria  provided  by  the  Office  of 
Management  and  Budget. 

(3)  Small  Cities  below  50,000 
Population.  A  small  city  with  a 
population  below  50,000  which  does  not 
meet  the  minimiun  standards  of  physical 
and  economic  distress  based  on  data  for 
the  conununity  as  a  whole  may  qualify 
as  an  applicant  for  Action  Grants  if  it 
contains  a  specifically  defined 
geographic  area  meeting  all  of  the 
following  criteria: 

(i)  Area.  The  Pocket  of  Poverty  must 
be  an  area  defined  by  contiguous  census 
tracts,  enumeration  districts,  block 
groups,  or  other  areas  defined  by  the 
U.S.  Bureau  of  the  Census  or  for  which 
data  certified  by  the  U.S.  Bureau  of  the 
Census  is  available.  The  defined 
geographic  area  must  contain  at  least 
2,500  persons  or  10  percent  of  the 
jurisdiction’s  population,  whichever  is 
more.  Enumeration  districts  and  block 
groups  with  median  income  levels 
greater  than  120  percent  of  the  median 
income  of  the  jurisdiction  must  be 
excluded  in  defining  the  Pocket  of 
Poverty. 

(ii)  Income  and  Poverty.  Small  cities 
must  meet  the  criteria  specified  in  (2)  (ii) 
and  (iii). 

(4)  Use  of  Census  Data  in 
Documenting  a  Pocket  of  Poverty. 
Applicants  should  use  the  1970  Census, 
special  Census  surveys  or  data  verified 
by  the  Census  to  establish  population, 
income  and  poverty  levels.  ^ 


*  The  following  table  illustrates  the  types  of  data 
from  the  U.S.  Census  which  can  be  used  in 
documenting  the  Pocket  of  Poverty. 


Types  of  Census  data  ‘ 


Jurisdiction  Census  tract  Enumeration  Block  group 
district 


Number  of 

Number  of 

Number  of 

Number  of 

persons. 

persons. 

persons. 

persons. 

Number  of 

Number  of 

Number  of 

Number  of 

persons. 

persons. 

persons. 

persons. 

Median 

Number  of 

Number  of 

Number  of 

income. 

families. 

families 

families  arxf 

and 

unrelated 

unrelated 

iTKfividuals. 

individuals. 

Poverty  defined  in  the  application  meets 
the  population,  income  and  poverty 
criteria  described  in  this  paragraph  (a) 


■  Sources  of  such  data  include  Characteristics  of  the  Population  (Census  Publication  PC  (1)-C),  Census  Tracts  (Census 
Publication  PHC-1),  and  the  unpublished  Fifth  Count  Census  Block  Group/Enumeration  Oistrict  file  available  from  Census  or 
summary  tape  processing  centers. 

*  The  data  acquired  from  the  Census  reports  are  based  on  a  20  percent  sample. 
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and  that  the  data  provided  in  the 
application  to  establish  eligibility  are 
true  and  correct. 

(6)  Comparable  Services.  The 
applicant’s  chief  executive  officer  must 
certify  in  the  preapplication  request  for 
a  determination  of  eligibility  that  the 
applicant  is  now  providing  basic 
•services  (police,  fire,  road  repair  and 
sanitation)  over  which  it  has  control  to 
the  designated  Pocket  of  Poverty  which 
are  at  least  equivalent  to  the  basic 
services  which  it  provides  to  more 
affluent  residential  areas  of  its 
jurisdiction  (areas  similar  in  population 
numbers  to  Ae  pocket  but  with  median 
incomes  above  the  jurisdiction’s  median 
income).  The  certification  must  indicate 
that  services  in  the  pocket  reflect 
adjustments  based  on  needs  resulting 
fi'om  the  physical  characteristics  of  the 
area  (e.g.,  land  use  pattern,  density, 
housing  type). 

(i)  The  preapplication  should  indicate 
that  the  applicant  has  on  file  data  and 
analyses  comparing  basic  services,  over 
which  it  has  control,  provided  to  more 
affluent  areas  of  the  jurisdiction  to  the 
level  and  type  of  basic  services  which 
are  provided  to  the  Pocket  of  Poverty. 

To  the  extent  practicable,  the  applicant 
must  document  that  per  capita 
expenditures  are  at  least  equivalent  in 
the  Pocket  of  Poverty  when  compared  to 
the  more  affluent  area.  If  comparisons  of 
per  capita  expenditures  of  basic  services 
are  not  practicable,  the  data  and 
analyses  on  file  should  use  similar  units 
of  measurement,  which  approximate  per 
capita  costs,  to  compare  the  level  and 
type  of  basic  services  provided  in  the 
pocket  to  those  provided  in  more 
affluent  residential  areas.  For  example, 
if  the  police  department’s  standard  for 
response  to  calls  requesting  assistance 
in  the  more  affluent  areas  is  "x” 
minutes,  then  the  applicant  must  have 
documentation  in  its  files  that  it 
provides  the  Pocket  of  Poverty  at  least 
this  level  of  service.  Similarly,  if  the 
standard  for  sanitation  is  “x”  trash 
pickups  in  the  more  affluent  areas,  the 
applicant  must  have  data  and  analyses 
in  its  file  that  demonstrate  that  it 
provides  the  Pocket  of  Poverty  at  least 
this  level  of  service,  etc. 

(ii)  The  data  and  analyses  on  file  must 
also  indicate  that  the  compared  basic 
services  reflect  adjustments  to  the  needs 
resulting  from  the  physical 
characteristics  of  the  Pocket  of  Poverty; 
they  must  reflect  reasonable  local 
efforts  to  adjust  to  the  service  needs 
resulting  from  such  physical  factors  as 
density,  housing  types,  and  land  use 
patterns.  For  example,  a  relatively  high 
level  of  density  in  the  pocket  would  be 
expected  to  generate  more  frequent 


trash  pickups  or  shorter  scheduled  trips 
for  trash  pickups  than  in  a  lower  density 
area. 

(b)  Location  of  the  Project  and 
Related  Requirements  for  Communities 
Containing  Pockets  of  Poverty. 

The  proposed  project  must  be  located 
within  the  severely  distressed  area 
defined  in  the  eligibility  criteria  of 
paragraphs  (a)  (2)  and  (3).  However,  in 
limited  instances,  HUD  will  approve  a 
project  on  a  site  directly  adjacent  to  the 
Pocket  of  Poverty  if  the  applicant 
demonstrates  in  the  application  that 
there  is  no  other  suitable  site  for  the 
project  in  the  Pocket  of  Poverty.  To  do 
this,  the  applicant  must  provide  in  the 
application  data  and  analyses  that 
indicate  that  the  project  would  not  be 
economically  feasible  if  located  on  a  site 
in  the  pocket  or  that  its  location  on  a 
site  in  the  pocket  would  cause  harm  to 
low-  and  moderate-income  residents  of 
the  pocket  and  the  area’s  overall 
physical  and  economic  development.  All 
assisted  projects  directly  adjacent  to  the 
pocket  must  substantially  contribute  to 
the  physical  and  economic  development 
of  the  pocket,  and  must  meet  the 
minimum  requirements  described  in  (c). 

(c)  Application  Submission  Factors  in 
Addition  to  Those  of  §  570.456. 

(1)  General.  Applicants  for  Action 
Grants  under  the  Pockets  of  Poverty 
provision  must  meet  the  requirements  of 
this  section  in  addition  to  those 
described  in  §  570.456. 

(2)  Provision  of  Local  Matching 
Funds.  Applicants  applying  for  Action 
Grants  under  Pockets  of  Poverty  must 
make  available  funding,  equal  to  20 
percent  of  the  amount  of  the  grant 
requested,  to  be  used  as  a  local  match. 
Such  funds  may  be  derived  fi^m  local 
funding  sources.  State  funds  or  fi'om  any 
Federal  program  which  permits  the  use 
of  financial  assistance  to  meet  the  non- 
Federal  share  requirement  of  Federal 
grant-in-aid  programs. 

(i)  Use  of  the  Local  Match.  The  20 
percent  share  must  be  spent  on  direct 
costs  resulting  fi*om  the  project  and 
occurring  because  of  the  project.  For 
example,  the  match  may  be  used  to 
provide  sewer  and  water  facilities 
required  by  the  project  or  roads 
specifically  needed  by  the  project. 

(ii)  Provision  of  a  Firm  Commitment 
of  the  Local  Matching  Funds.  If  the 
source  of  the  funds  to  be  used  as  the 
match  is  from  own  source  revenues  or 
locally  derived  revenues,  the  chief 
executive  officer  must  submit  evidence 
with  the  application  that  a  city  or  county 
council  resolution  or  other  appropriate 
action  has  been  taken  approving  the 
allocation  of  these  funds.  If  the  source  of 
such  funds  is  a  State  or  Federal  agency 
which  must  approve  their  utilization. 


then  a  letter  of  commitment  fi'om  that 
agency  must  be  submitted  with  the 
application. 

(3)  Direct  Benefits  to  the  Low-  and 
Moderate-Income  Inhabitants  of  the 
Pocket  of  Poverty.  Applicants  must 
demonstrate  that  the  proposed  project 
will  provide  direct  benefits  to  the  low- 
and  moderate-income  residents  of  the 
Pocket  of  Poverty  and  substantially 
contribute  to  the  physical  and  economic 
development  of  the  Pocket  of  Poverty, 
particidarly  those  areas  occupied  by 
low-  and  moderate-income  residents  of 
the  pocket  of  poverty.  Applications  must 
address  the  following  categories  of 
benefits  and  impacts. 

(i)  Employment  Opportunities.  The 
application  must  describe  the  number 
and,  to  the  extent  possible,  the  types  of 
new  jobs  (construction  and  permanent) 
which  will  be  provided  to  the  low-  and 
moderate-income  residents  of  the  Pocket 
of  Poverty  as  a  direct  result  of  the 
proposed  project.  If  the  application  calls 
for  job  training  programs  (such  as  those 
related  to  the  CETA  program)  or  job 
recruiting  services  for  the  po^et’s 
residents,  then  such  proposed  activities 
must  be  clearly  and  fully  explained. 

HUD  requires  applicants  to  ensure 
that  at  least  75  percent  of  all  permanent 
jobs  initially  resulting  fit)m  the  project 
are  provided  to  low-  and  moderate- 
income  persons  and  that  at  least  51 
percent  of  all  permanent  jobs  initially 
resulting  from  the  project  are  provided 
to  low-  and  moderate-income  residents 
fi'om  the  Pocket.  HUD  encourages 
applicants  to  ensure  that  at  least  20 
percent  of  all  permanent  jobs  are  filled 
by  persons  fi'om  the  pocket  qualified  to 
participate  in  the  CETA  program  on  a 
continuous  basis. 

HUD  requires  all  applicants  to 
continuously  use  best  efforts  to  ensure 
that  at  least  75  percent  of  all  permanent 
jobs  resulting  from  any  Action  Grant- 
assisted  project  are  provided  to  low- 
and  moderate-income  persons  and  that 
at  least  51  percent  of  all  permanent  jobs 
resulting  fi-om  any  Action  Grant-assisted 
project  are  provided  to  low  -  and 
moderate-income  residents  from  the 
pocket.  The  application  should  clearly 
describe  how  the  applicant  intends  to 
meet  initial  and  continuous  job 
requirements. 

(ii)  Services  and  Physical 
Improvements.  If  relevant,  the 
application  should  describe  the  services 
and  physical  improvements  to  be 
provided  by  the  project  and  their 
specific  relationship  to  the  needs  of  the 
low-  and  moderate-income  inhabitants 
of  the  Pocket  of  Poverty. 

(iii)  Repayment  by  Private  Sector. 

HUD  requires  the  applicant  to  utilize 
proceeds  from  any  repayment  of  Action 
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Grant  funds  by  the  private  sector  for  the 
direct  benefit  of  low-  and  moderate- 
income  residents  of  the  pocket’s  area. 

fiv)  Tax  Increment  HUD  encourages 
the  applicant  to  allocate  local  revenues 
equal  to  a  significant  portion  of  the 
applicant’s  tax  increment  (net  increase 
in  property  tax  revenues  over  current 
revenues)  resulting  from  the  project  to 
the  Pocket  of  Poverty  for  economic  or 
community  development  purposes 
within  the  pocket  particularly  the  areas 
occupied  by  low-  and  moderate-income 
residents  of  the  Pocket  of  Poverty.  The 
activities  for  which  the  funds  may  be 
used  must  directly  benefit  the  low-  and 
moderate-income  residents  of  the  Pocket 
of  Poverty.  The  funds  may  not  be  used 
to  meet  comparable  service 
requirements  defined  in  (a)(7]  or  to 
substitute  for  applicant  resources 
normally  made  available  to  the  pocket’s 
area  or  their  residents. 

(v)  Minority  Entrepreneurs.  HUD 
encourages  the  applicant  to  provide 
opportunities  for  minority  entrepreneitrs. 
including  minority  entrepreneurs  from 
the  pocket,  in  all  aspects  of  the  project 
(planning,  design,  construction  and 
operation  of  the  project). 

(vi)  Minority  Jobs.  HUD  encourages 
the  applicant  to  provide  job  opportunity 
to  low-  and  moderate-income  minorities 
equivalent,  at  a  minimum,  to  their 
proportion  of  the  population  in  the 
pocket. 

(d)  Criteria  for  Project  Selection  for 
Communities  Containing  Pockets  of 
Poverty. 

(1)  General.  Applications  fi'om  eligible 
Pockets  of  Poverty  communities  will  be 
considered  separately  from  those  of 
distressed  communities.  However,  each 
project  submitted  by  jurisdictions 
eligible  on  the  basis  of  its  Pockets  of  , 
Poverty  must  compare  favorably  on  its 
own  merits  with  any  other  Action  Grant 
project  to  be  selected  for  funding. 

Criteria  for  the  selection  of  projects  for 
preliminary  funding  approval  are  set 
forth  in  the  first  paragraph  of  §  570.457 
as  well  as  paragraphs  (c)  through  (k)  of 

§  570.457  with  the  additions  and 
modifications  set  forth  in  Paragraph  (2) 
of  this  section. 

(2)  Additional  Factors  for  the 
Selection  of  Projects  for  Funding.  HUD 
shall  in  each  calendar  quarter  review  ail 
proposals  received  and  pending 
consideration  and  shall  determine  which 
among  such  proposals  shall  receive 
preliminary  funding  approval  on  the 
following  bases: 

(i)  The  comparative  degree  of  distress 
in  the  Pocket  of  Poverty  as  measured  by 
the  percent  of  residents  below  the 
national  poverty  level  and  the  percent  of 
residents  with  incomes  below  80  percent 
of  the  median  income. 


(ii)  The  comparative  degree  of 
benefits  to  be  provided  to  low-  and 
moderate-income  persons  residing  in  the 
area.  For  example,  given  two  equally 
feasible  and  effective  proposals,  HUD 
will  select  that  proposal  which  provides 
the  greatest  overall  benefits  to  low-  and 
moderate-income  persons  living  in  the 
pocket  of  poverty. 

(iii)  HUD  shall  also  consider: 

(A)  the  extent  to  which  the  project 
provides  jobs  to  CETA-eligible  residents 
of  the  Pocket  of  Poverty; 

(B)  the  extent  to  which  a  significant 
portion  of  the  tax  increment,  or  an 
equivalent  thereof,  is  allocated  for 
economic  or  conununity  development 
purposes  within  the  pocket  for  activities 
which  directly  benefit  low-  and 
moderate-income  residents  of  the 
pocket; 

(C)  the  extent  to  which  low-  and 
moderate-income  minorities  are 
employed  in  the  project  in  excess  of 
their  proportion  of  the  population  of  the 
Pocket  of  Poverty; 

.  (D)  the  extent  to  which  minority 
entrepreneurs,  including  minority 
entrepreneurs  fi'om  the  pocket,  are 
provided  opportunities  to  participate  in 
all  phases  of  the  project;  and 

(E)  the  extent  of  support  for  the 
project  fiom  bona  fide  groups 
representing  low-  and  moderate-income 
residents  of  the  pocket  and  fiom 
pocket’s  residents  themselves. 

[Title  I,  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.);  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L  95-128);  and 
Sec.  7(d),  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)].] 

Issued  at  Washington,  D.C.,  February  11, 
1980. 

Robert  C.  Embry,  Jr., 

Assistant  Secretary  for  Community  Planning 
and  Development 

[FR  Doa  80-5048  Filed  2-14-80;  8:45  am] 
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